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SUBJECT: FINANCIAL ASSISTANCE FOR PORTUGAL 

REF: STATE 127729 

1 . AMBASSADOR IS REQUESTED TO APPROACH HIGH LEVEL GON 
OFFICIALS TO URGE A POSITIVE AND TIMELY GON DECISION ON 
PARTICIPATION IN THE PROPOSED INTERNATIONAL LENDING 
ARRANGEMENT FOR PORTUGAL. 

2. THE U.S. APPRECIATES SPECIAL GON DIFFICULTIES IN 
FINDING A SUITABLE MODALITY FOR PARTICIPATION IN THE PRO- 
POSED LENDING ARRANGEMENT. WHILE DISBURSEMENT OF A GON 
CONTRIBUTION MIGHT NOT BE POSSIBLE BEFORE THE END OF THIS 
YEAR, WE WOULD HOPE THAT THE HAGUE WOULD BE PREPARED TO 
ANNOUNCE ITS INTENTION TO PARTICIPATE AND THE LIKELY 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 STATE 137808 

MAGNITUDE OF ITS CONTRIBUTION AT THE JUNE 22 MEETING. 

3. THE U.S. BELIEVES THE PROPOSED LENDING ARRANGEMENT 
WOULD BE AN EFFECTIVE MEANS TO RATIONALIZE MEDIUM-TERM 
ASSISTANCE TO PORTUGAL. IT WOULD ALSO ALLOW SUFFICIENT 
FLEXIBILITY SO THAT INDIVIDUAL COUNTRIES CAN MAKE THEIR 
CONTRIBUTIONS THROUGH FINANCING MECHANISMS WHICH BEST SUIT 
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THEIR ABILITIES. WITHIN THE FRAMEWORK FOR LOANS SPECIFIED 
AT THE MAY 16 MEETING COUNTRIES ARE CONSIDERING SEVERAL 

MODALITIES FOR INDIVIDUAL CONTRIBUTIONS. THESE INCLUDE 

(1) APPROPRIATED FUNDS SUCH AS THE PROPOSED U.S. CREDIT, 

(2) CONTRIBUTIONS FROM PREVIOUSLY APPROPRIATED AID 
BUDGETS, (3) CENTRAL BANK CREDITS WHERE A MEDIUM-TERM 
MECHANISM EXISTS, (4) UNTIED CREDITS FROM EXPORT-IMPORT 
BANKS, (5) OFFICIALLY GUARANTEED PRIVATE BANK LOANS. IT 

IS OUR UNDERSTANDING FOR EXAMPLE THAT THE GON MAY HAVE 
CONSIDERABLE FLEXIBILITY TO REPROGRAM ASSISTANCE FUNDS 
WITHIN ITS AID BUDGET. WE URGE THE GON TO CONTINUE TO 
EXPLORE ALTERNATIVE MECHANISMS TO ENABLE THEIR PARTICIPA- 
TION IN THE ASSISTANCE EFFORT FOR PORTUGAL. 

4. THE U.S. IS ANTICIPATING A SUCCESSFUL OUTCOME TO THE 
JUNE 22 MEETING. INFORMALLY, AMBASSADOR MAY INDICATE 
THAT COUNTRIES WHICH ARE ALREADY PREPARED TO MAKE A 
POSITIVE ANNOUNCEMENT INCLUDE THE U.S., THE FEDERAL 
REPUBLIC OF GERMANY, FRANCE, ITALY, SWITZERLAND, AND 
NORWAY. ALTHOUGH STILL UNSURE OF THE MODALITY OF THEIR 
ASSISTANCE, THE JAPANESE HAVE EXPRESSED WILLINGNESS TO 
MAKE A SUBSTANTIAL CONTRIBUTION. SIMILARLY, OTHER 
COUNTRIES INCLUDING CANADA, AUSTRIA, SWEDEN, THE UNITED 
KINGDOM AND VENEZUELA HAVE INDICATED THEIR INTENTION TO 
PARTICIPATE, BUT HAVE NOT SPECIFIED THE FORM OR AMOUNT FOR 
THEIR ASSISTANCE. FOR ITS PART, THE PROPOSED U.S. LOAN 

IS GAINING INCREASING SUPPORT IN THE U.S. CONGRESS. THE 
HOUSE APPROPRIATIONS COMMITTEE APPROVED THE $300 MILLION 
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U.S. LOAN JUNE 14. WE EXPECT A FAVORABLE SENATE ACTION 
ON THE APPROPRIATION BY THE END OF JUNE. THE U.S. IS 
CONFIDENT THAT OUR CONGRESS WILL APPROVE THE U.S. CONTRI- 
BUTION AND THAT THE SUPPORT OF OTHER COUNTRIES WILL MAKE 
THIS A SUBSTANTIAL AND TRULY INTERNATIONAL UNDERTAKING. 

5. PIE, ASF, EMPHASIZE THAT MAINTAINING PORTUGAL'S YOUNG 
DEMOCRACY IS INTIMATELY LINKED TO RESOLUTION OF PORTUGAL'S 
BALANCE OF PAYMENTS PROBLEM, AS WAS BROADLY AGREED AT THE 
MAY 16 MEETING. GIVEN THE NETHERLANDS STRONG DEMOCRATIC 
TRADITION AND ROLE IN THE EC WE WOULD HOPE THAT IT WOULD 
JOIN THE GROWING LIST OF COUNTRIES PREPARED TO PARTICI- 
PATE IN A JOINT EFFORT TO MEET PORTUGAL'S NEEDS. CHRISTOPHER 
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REF: STATE 127729 

1 . AMBASSADOR IS REQUESTED TO APPROACH HIGH LEVEL GON 
OFFICIALS TO URGE A POSITIVE AND TIMELY GON DECISION ON 
PARTICIPATION IN THE PROPOSED INTERNATIONAL LENDING 
ARRANGEMENT FOR PORTUGAL. 

2. THE U.S. APPRECIATES SPECIAL GON DIFFICULTIES IN 
FINDING A SUITABLE MODALITY FOR PARTICIPATION IN THE PRO- 
POSED LENDING ARRANGEMENT. WHILE DISBURSEMENT OF A GON 
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CONTRIBUTION MIGHT NOT BE POSSIBLE BEFORE THE END OF THIS 
YEAR, WE WOULD HOPE THAT THE HAGUE WOULD BE PREPARED TO 
ANNOUNCE ITS INTENTION TO PARTICIPATE AND THE LIKELY 
MAGNITUDE OF ITS CONTRIBUTION AT THE JUNE 22 MEETING. 
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3. THE U.S. BELIEVES THE PROPOSED LENDING ARRANGEMENT 
WOULD BE AN EFFECTIVE MEANS TO RATIONALIZE MEDIUM-TERM 
ASSISTANCE TO PORTUGAL. IT WOULD ALSO ALLOW SUFFICIENT 
FLEXIBILITY SO THAT INDIVIDUAL COUNTRIES CAN MAKE THEIR 
CONTRIBUTIONS THROUGH FINANCING MECHANISMS WHICH BEST SUIT 
THEIR ABILITIES. WITHIN THE FRAMEWORK FOR LOANS SPECIFIED 

AT THE MAY 16 MEETING COUNTRIES ARE CONSIDERING SEVERAL 

MODALITIES FOR INDIVIDUAL CONTRIBUTIONS. THESE INCLUDE 

(1) APPROPRIATED FUNDS SUCH AS THE PROPOSED U.S. CREDIT, 

(2) CONTRIBUTIONS FROM PREVIOUSLY APPROPRIATED AID 
BUDGETS, (3) CENTRAL BANK CREDITS WHERE A MEDIUM-TERM 
MECHANISM EXISTS, (4) UNTIED CREDITS FROM EXPORT-IMPORT 
BANKS, (5) OFFICIALLY GUARANTEED PRIVATE BANK LOANS. IT 

IS OUR UNDERSTANDING FOR EXAMPLE THAT THE GON MAY HAVE 
CONSIDERABLE FLEXIBILITY TO REPROGRAM ASSISTANCE FUNDS 
WITHIN ITS AID BUDGET. WE URGE THE GON TO CONTINUE TO 
EXPLORE ALTERNATIVE MECHANISMS TO ENABLE THEIR PARTICIPA- 
TION IN THE ASSISTANCE EFFORT FOR PORTUGAL. 

4. THE U.S. IS ANTICIPATING A SUCCESSFUL OUTCOME TO THE 
JUNE 22 MEETING. INFORMALLY, AMBASSADOR MAY INDICATE 
THAT COUNTRIES WHICH ARE ALREADY PREPARED TO MAKE A 
POSITIVE ANNOUNCEMENT INCLUDE THE U.S., THE FEDERAL 
REPUBLIC OF GERMANY, FRANCE, ITALY, SWITZERLAND, AND 
NORWAY. ALTHOUGH STILL UNSURE OF THE MODALITY OF THEIR 
ASSISTANCE, THE JAPANESE HAVE EXPRESSED WILLINGNESS TO 
MAKE A SUBSTANTIAL CONTRIBUTION. SIMILARLY, OTHER 
COUNTRIES INCLUDING CANADA, AUSTRIA, SWEDEN, THE UNITED 
KINGDOM AND VENEZUELA HAVE INDICATED THEIR INTENTION TO 
PARTICIPATE, BUT HAVE NOT SPECIFIED THE FORM OR AMOUNT FOR 
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THEIR ASSISTANCE. FOR ITS PART, THE PROPOSED U.S. LOAN 
IS GAINING INCREASING SUPPORT IN THE U.S. CONGRESS. THE 
HOUSE APPROPRIATIONS COMMITTEE APPROVED THE $300 MILLION 
U.S. LOAN JUNE 14. WE EXPECT A FAVORABLE SENATE ACTION 
ON THE APPROPRIATION BY THE END OF JUNE. THE U.S. IS 
CONFIDENT THAT OUR CONGRESS WILL APPROVE THE U.S. CONTRI- 
BUTION AND THAT THE SUPPORT OF OTHER COUNTRIES WILL MAKE 
THIS A SUBSTANTIAL AND TRULY INTERNATIONAL UNDERTAKING. 

5. PLEASE EMPHASIZE THAT MAINTAINING PORTUGAL'S YOUNG 
DEMOCRACY IS INTIMATELY LINKED TO RESOLUTION OF PORTUGAL'S 
BALANCE OF PAYMENTS PROBLEM, AS WAS BROADLY AGREED AT THE 
MAY 16 MEETING. GIVEN THE NETHERLANDS STRONG DEMOCRATIC 
TRADITION AND ROLE IN THE EC WE WOULD HOPE THAT IT WOULD 
JOIN THE GROWING LIST OF COUNTRIES PREPARED TO PARTICI- 
PATE IN A JOINT EFFORT TO MEET PORTUGAL'S NEEDS. CHRISTOPHER 
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